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FEDERAL DEPOSIT INSURANCE CORPORATION
A proposed rule to amend the FDIC's securities disclosure regulations under the
Securities Exchange Act of 1934 in order to conform with SEC regulations includes
an independent audit requirement (see the 7/25/89 Fed. Reg.). The FDIC explained
in the proposed rule that in the past most banks have had the option of using
verification statements which express the opinion of a bank's principal
accounting officer or internal auditor.
The proposed FDIC amendment would
eliminate the use of verification statements and require that bank financial
statements be audited by independent public accountants.
If adopted, the
requirement would be effective for financial statements issued for periods ending
after 12/15/89.
Comments must be submitted on or before 9/25/89.
For further
information, contact William F. Sullivan at the FDIC at 202/898-8903.

LABOR, DEPARTMENT OF
An instructional videotape on preparation of annual financial forms required under
ERISA is available. The Department of Labor, which produced the videotape, said
it is designed to "assist employers required to file the ERISA reports to
understand the changes in the reporting system for the 1988 plan year."
The
19-minute video,
entitled "Troubleshooting the ERISA Annual Report," was
developed to help filers prepare the revised 1988 Form 5500 Series reports
required to be filed under ERISA (see the 3/13/89 and 7/17/89 Wash. Rpts.). The
Labor Department said the video focuses on the reasons for the changes and
identifies the major revisions in the forms and attached schedules.
It also
notes the new regulations that allow the Labor Department to assess civil
penalties of up to $1,000 per day against plan administrators who fail to file
proper reports.
The Labor Department said the IRS has also mailed an
accompanying
"Troubleshooter's
Guide"
to every filer providing detailed
information on potential errors by filers and describing how to prevent those
errors in the 1988 reports.
Copies of the videotape are available in VHS at a
cost of $20.00 by writing the Division of Public Information, U.S. Department of
Labor, Room N5511, 200 Constitution Ave., N.W., Washington, D.C. 20210.
Checks
should be made payable to the U.S. Department of Labor. For further information,
contact William C. Russell at the Labor Department at 202/523-8921.

SECURITIES AND EXCHANGE COMMISSION
A

rule expanding the time period during which certain registered management
investment companies must select an independent public accountant has been
approved by the SEC (see the 7/28/89 Fed. Reg., pp. 31329-32).
The Commission
approved the change, which was proposed in March (see the 3/13/89 Wash. Rpt.), at
a 7/20/89 open meeting.
The final rule sets out the following alternative time
periods from the "60 day window" during which the accountant may be selected: 1)
90 days before or after the beginning of the fiscal year (the "180 day window"),
or 2) 30 days before or 90 days after the beginning of the fiscal year (the "120
day window").
The SEC said the 180 day window is available only to companies
that are part of a set of investment companies whose members have staggered
fiscal year ends, are organized in a jurisdiction not requiring them to hold
regular annual meetings of shareholders, and do not in fact hold a regular annual
shareholders' meeting in the fiscal year in which the rule is relied on.
A
company that is not part of a set of investment companies (or is part of a set
whose members have identical fiscal year ends) may use the 120 day window if
organized in a jurisdiction not requiring the company to hold regular annual
meetings of shareholders, and the company does not in fact hold a regular annual
shareholders' meeting in the fiscal year in which the rule is relied on.
The
Commission said the rule is being adopted because of "numerous applications that
have been filed seeking an exemption from the 60 day window." The rule, the SEC
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said, "will reduce significantly the need for companies to obtain individual
exemptions in this area."
The rule is effective 8/28/89.
For further
information after reading the rule, contact Brian P. Kindelan at the SEC at
202/272-2048.

TREASURY, DEPARTMENT OF
Proof copies of the major 1989 Federal income tax forms and schedules for businesses
have been released by the IRS. Included are Forms 1120 and 1120-A, 1041, 1065,
and 1120S, as well as the Schedules K-l that accompany the last three forms.
Forms 4562 and 8582 are also included, as is Schedule C to accompany Form 1040
which was not released with the other Form 1040 schedules in June (see the
7/10/89 Wash. Rpt.). The proofs are subject to change and approval by the Office
of Management and Budget, the IRS said, and asked that suggestions for improving
the forms and schedules be submitted by 8/26/89.
Suggestions should be sent to:
Tax Forms Committee, ATTN:
Early Release, IRS, Room 5577, 1111 Constitution
Ave. , N.W., Washington, D.C. 20224.
Copies of the proofs are available by
writing the IRS at P.0. Box 25866, Richmond, VA 23289.

The time for filing applications to change to the capitalization method of accounting
for package design costs has been extended, the IRS said in Announcement 89-98.
The IRS explained that it ruled in Revenue Ruling 89-23 that expenditures
incurred after 12/31/86 in connection with the development and design of product
packages must be capitalized and that a procedure was outlined in Revenue
Procedure 89-16 for obtaining expeditious consent to change the method of
accounting for package design costs to a capitalization method. To apply for the
change in method of accounting, a taxpayer must complete and file a current Form
3115 in duplicate, with a copy being filed with the IRS National Office either
270 days after the beginning of the tax year of change or, if later, on or before
9/2/89. Taxpayers are also permitted by Revenue Procedure 89-17 to elect to deem
the useful lives of certain package designs to be 60 months for package designs
placed in service in tax years ending on or after 3/6/89.
The IRS said it is
considering modifying the transition procedures provided in Revenue Procedures
89-16 and 89-17. However, in the meantime, the deadlines provided in Revenue
Procedure 89-16 for filing Form 3115 to change to a capitalization method are
extended to the later of 1) 90 days from the date of publication of the
modification of these transition procedures in the Internal Revenue Bulletin, or
2) the time prescribed for filing the taxpayer's income tax return for the year
of change, including extensions. Announcement 89-98 is scheduled to be published
in Internal Revenue Bulletin 1989-32, dated 8/7/89.

SPECIAL: LEGISLATION TO CREATE INVESTMENT ADVISER SRO INTRODUCED IN SENATE
The SEC would be authorized to register one or more national investment adviser
associations to provide a self-regulatory mechanism for investment advisers by
legislation introduced 7/26/89 by Sen. Christopher Dodd (D-CT). The measure, S.
1410, was drafted by the SEC and sent to the Congress last month (see the 6/26/89
Wash. Rpt.) . Sen. Dodd is the chairman of the Senate Banking Subcommittee on
Securities, which has jurisdiction over the issue; Sen. John Heinz (R-PA), the
ranking minority member of the Securities Subcommittee, joined Sen. Dodd in
introducing S. 1410.
Sen. Dodd said that he and Sen. Heinz were introducing the
bill "in order to further public debate on the problem of inspecting and
regulating the growing investment adviser industry in the face of severe and
continuing limits on SEC resources."
In introducing the bill, Sen. Dodd said,
"The Investment Adviser Self-Regulation Act...seeks to increase the level of
supervision of investment advisers, at no additional cost to the taxpayer, by
amending the Investment Advisers Act of 1940 to provide for the establishment of
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one or more self-regulatory organizations for registered investment advisers.
These associations of investment advisers would establish qualification and
business practice standards, perform inspections, and enforce compliance with the
law.
In short, the industry itself, under tough SEC oversight, would set
standards for and inspect its own members for the protection of public investors.
This proposal is patterned after the self-regulatory scheme for broker-dealers
established in the Securities Act of 1934."
Sen. Dodd said he plans to hold
hearings on S. 1410 and looks forward to a "thorough debate before reaching a
final judgment on the need for legislation, and the merits of this bill in
particular, as well as on alternative proposals." He noted that states have been
considering the issue and that he is "particularly interested in hearing the
views of state regulators on the adequacy of existing laws and whether they
believe there is a need for this legislation."
The SEC’s investment adviser
proposal has not been introduced in the House.

SPECIAL:

An

DEVELOPMENT OF FEDERAL TAX FORMS SUBJECT OF HEARING BY HOUSE WAYS AND MEANS
OVERSIGHT SUBCOMMITTEE
8/3/89 hearing on the development of Federal tax forms by the IRS has been
announced by the House Ways and Means Subcommittee on Oversight. The hearing is
scheduled to begin at 9:30 a.m. in Room 1100 of the Longworth House Office
Building in Washington, D.C. At the hearing, the Subcommittee expects to review:
1) The internal IRS procedures for developing forms and the vast number of forms
involved, including testing procedures, the role of the Office of Management and
Budget, and suggestions from taxpayers, tax practitioners and return preparers;
2) The problems that arise from lack of standardization of information reporting
forms, such as the Form 1099; and 3) The number and complexity of forms,
including the possibility of a simplified form that would reduce the reporting
burden on elderly taxpayers. The Subcommittee will also review the problem of
erroneous tax refunds and the attendant problems they create for taxpayers.
Witnesses will include representatives from the IRS and private practitioners;
however, other interested individuals are invited to submit written testimony for
inclusion in the printed record of the hearing.
Written statements must be
submitted by the close of business on 8/25/89 to Robert J. Leonard, Chief
Counsel, Committee on Ways and Means, U.S. House of Representatives, Room 1102
Longworth House Office Building, Washington, D.C. 20515. For further information
about the hearing or submitting written statements, contact the Subcommittee
staff at 202/225-5522.
For further information contact Shirley Twillman at 202/737-6600.
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